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!:a have considered your a p p l i c a t i o n  for axernption from Federal inco~m 
t a x  as an or~anization desc1:iLeA in ooction 501(c)(3) of the Internnl 
i<ovcr>uC Lo-!(: of 1454. 

Tlic information submitted discloses that you were incorporotcd unuer 
the ;ionprofit corporiition Znws of tho S t a t e  of *********  on ****  **** 
*****  .  

Your  coryoratiun's jnirposc is statcu in Artic le  3 of  its Articles of 
Incorpordrion . That provis.ion reads as follows; 

u3 . Thti public purpuees o f  the corporation ate educational; 

to p r a m  t a  public awnrctle ss , traininn, and access to dancs 
ant; otlkctr perlornrrnce arts ,  and t o  engage i n  iiny educational 
aritcrprive related t o  the arts in gencrnl." 

Four co rpora t io f i t s  purposr! and a c t i v i t i e s  are s u d r i z e d  i n  Porm 1023 
l'srt 111 3 .  I'hat s:nll~nary read6 as fol~ovsr 

"***********  ******  **** * * * * * * * * * * * n ' s  sole business 
a t  present is the oprat ion  of "**** ******* ******* " 
dance company, a parformine company of nrodern dancers, 
***  ******  **** ****   ' activities prerently include perform- 
ances and damnatration Eencse. Planwd actipitia~ include 
lectures and damnstrations for group9 and rchools a d  
classes and workshops both for profaesional dmcers, 
students, children and othar rnnmbars 02 tho public. 

. / ~ h ;  E ~ O P  recently c ~ l ~ ~ l a f : ~ d  a d m & ,  SPI * * * * * *  ~ ~ a  . , 



***  *******  * * * * * ~  
*** ***** **********  

In o document i~naded "Proposed Budgot for Year Endinp, ******** **** ***** * " 
you explain wl.~cre your ac t iv i t i e s  will be conducted. That docu~aent reads, 
in par t ,  :is I ~ l l w ~  I 

id L!ru company htxa ~ l c  terrnined that: in ***** , par fannances wi 11 
b3 cartriucr.cct or11y ir\ c?uistin,: theaters ~ n d  ni;;htclubs and 
n o t  tl;rou:;:l our owl pr~)dact.iona", 

In &I lertcr  dated * * * * * **** **** ue rciqucstad additional it~kortnation alwrlt 
your ap;);l icntion for  r t l c ~ ~ ~ ~ i f i o n  of exa11j)tiun frorr: Federal  incur:^ tn:: no 
t h a t  uc coulc! c le tcrc~irw t l ~ c ?  n3trirc: of your o ; ~ r t l t i ~ n .  You rcs;>on~le:i in n 
l c ' '< i r  claceJ ***** *** **** . 

" f . t  ,,rc ?en t, * *  , ~  perf or~.mnc:cs ilrt! rrcIre.r.iulo~1 at ,I r r i j ; i ~ t c l u b ,  
i;*  ***  ,  tol1oi;cli by,  c brc.ak. ,If tuc tlwt, there will br 
* * *   G\,,.I;JR ,)cr S:l:\:iay i:\ t ? ~ , ; ~ 8 t  for a totlil of * * *  h r  aorc, 
::,I 6ti:c: n i : ; : ~ t c l u b  ger forr.:anca:i are schedule4 i" 

;!a a ~ k r ? d  you t o  dcfi i l t!  what you r.x?c,nrrt by t l ~ o  term " ~ , i g l ~ t c l l ~ b " ,  You rc- . . si)on(::?tl A s  fo  Llo!is : 

II, ,,e . uaci tlii! t c  "rr i ' : ;~cr . l*~!)"  in ics ~orn;;:odj- dc~cptec! 

r ~ n n i : ~ : ;  : "a place 01: c-i;tc+r t a i n ~ n n t  ogerl a t  u i h t  f o r  
ct in:, , ~rin!:i!i: , c tc, , oL ten  !iavinr-. a Cloor slroit" 
( . :cbncer '3 ifcv 'I*wv;\t i!! t!i cantury \ ) i c  t io~ la ry ,  U~~.sbr id ; . ;~ .d  , 
:kv:t)nd KC! i ian) , :A:nor :~ l ly ,  chc nih,i\t cfuLs gt which we 
appear arc i ~ l u ~ ~ : r c ~ n l  cnter;lr.inen. 8 #  

, . 
HC ngl;ci y0t1 i i  any o i f i c h r  nr r:irectt>r of the corl>oratlon wouli bc e:lqlojrcr~ 

I kly the corfioration. n\l u:;iz2:i you t o  explain the basis of any auc:~ 
:wiividual's corilpcnsati~n. 'LOU rcspurtited as fo l lws:  

''The Board of Uirectors recently -tad to  accept Rama 
h n o i t ,  wlko is tlm txacretaty of th Board of iliroctore, I 
as t b  cmapany manager. Her compinsation will ccmsire 
of 15% of the value of all her bookingo for glts cola~gi~ay. 
The amount was arrived o t  by datetminizq Phe uverw 
g o i ~  rate for " ~ n t e "  or " ~ ~ a ~ t ~ ~ ~  of dmwe c~lspu~im,~ : 

in the sari Fraucisco Bay Area, c q q r  brro rtnsg@d i 
! 

. , .  for i t a  entire hiirt~ry without a mutam) w&kh tlmrtnr I 

<.*:, 

BMCrkinga and Ppaduc tiorza b@in;j aoreducrwd . W WM .', , , .  ,,., ,,<L~..,+!,., ;.:;.: it::. .. - ,  

>;.. 

I 
. ., . :; . , ,. ., 



***** * * * * * *  ****** 
******* *********** 

.Fcrction SOl(c) o f  the Internal fkvenusr W e  uf 19% darcribes certain 
orgnnf~ot ions  exempt froh~ iucrxne tax under mcticn? 50l(a) d ra.de, in 
part, ae follawa: 

"(3) Corporations, and any c o m n f t y  chest, fund, or foumlt~tion, 
organized anti olxrn to i  exclusively Eat raligioua, charitable, 
~ c i a n r i i i c ,  t e s t  in:< for public safety, Ibitcbtary, or 
dllucational purpoaee, or for tlm prevention of cruelty to 
children or sni l ; tnlu,  no part of the net  aarninga of which 
inures to the Benefit of ally yrkvntc sherahdldar or 
i n d i v i d u a l ,  no aul~e taat ia l  par L of the activities of wl~ich 
i o  carrying on proya~anda, or othewiac attempting, to 
ii~fluzr~cc? l eg i s l a t i on ,  nnd which does not participate in, 
or intarvane in ( i n c l u d i n s  thc publishing ct d i  ~tributin5 
of statemento), any po l i t i ca l  ca;apsi.jp on b!x:a'F'  of: any 
caniiidat~l fo r  ~ d ; ) l i c  off ice ." 

iic:&s, l.30 1 (c)(3)-1(~)(i) provide tilnt an or~,ani;:trtiol~ LWAY nut be a x m p t  
if  i t ,  has as its primary purjmse, t l~c carryinr: on of a trade or buerinee~. 
I K C  102 def ines  the  t = t  "trade or .buair~ess" to irrclucic any act iv i ty  
carried on for the prod1:ctiorr of incaw fro!a tllc sale of goods or 'yerfor- 
iJJI\CC! 01: sa rvice rr . 
Xcv. ::111. 78-385, 1976-2 C.3. 174 l lc ld  that  incork%? cicrivad from the eel@ 
o f  co;rr.wr;ially spouclored programs by a nonprofit broactca8ting or;.,anieatloa 
dancrikt i  i t \  Ir \C 9 0 1 ( c ) ( 5 ) ,  wan incone froin o t r a h  or bubinosn not re latad 
to th orY,.mizution1s exorqt purpose. I. 

I 

Front c t : ~  iniotmarion a u b d t t c d ,  i t  appcars that your or~:aniz:!tion will be 
p t i . l ~ ~ r i l y  onl;a,;ed in tha sale of en~ertaiusbetnt selnrice~ t o  co-rcial 
entorjrriaes;, Z t  appara  tkrnt you intand to  operate in  a ;aimnor similar to 
co:at:rrcial o n t i t i a s  8ngafit:d in that businesrr. Yaw have h i r e d  .I manager 
who w i l l  ba responsible for bookings, It appears that thin action was 
directed to  a ;pal of i n c r e r s ~ d  incoma. From the infomation suhdt fed  by 
yuu, i t  appears that your prinnry purpose is the operation of a trade or 
bus inaar , 

p y m n t  oE dividande by an organization t o  i t@ sharelloldars is inura- 
w n t .  Distributions baaed on a peraentsge of p r o f i t o  or groos receiptr 

I 
ars similar in aetura to dividends. Tha affimrs 8ad directurr d b  control. I 

s nonrtoak corporation are in fact i t r  ah.rehotdaxa. Potrr rornqg.r i a  d a m  
a ditacem of pur eorpotatioa. That individurl will ba paid *** X ttf t b ~  

I 

value of h6r lmokingse 1Wosr! paymbk coart&t34te frutmt* 1 



******************** 
*******  **********  

Yo:) are required to Lilo Federal incorao tax mturas annually, with your 
district director. 

Conrribu~ions &o t o  you are not deductible by the donors aa charitable 
contributions zra d c f i n s d  i n  aaction 170(c) of the Code. 

You have the right t o  protast thin  determination i f  you bglieve i t  is 
incorrect. Protest instruc~ions are containad in Publication 892 unclorcd. 
If tic do not hoar from you v i t h i n  tha t h  specifiad, el l i s  latter w i l l  
bccomi our final deturmknation in this rmrtor. 

Lf you astee t o  tlro advctttse action shorn ehvr?, please sign and tsturn o m  
copy oi t'na anclosed Yorx 6GQ10, Cona~nt: t o  Propoaed Adverm Action, with in  
ten days of t h i d  lattar.  You jhould ratain a copy for your record. 

District ?)iroctor 


